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Abstract 


Industrial poultry production and consumption has risen dramatically in Egypt as the country’s 
corporate agri-food system has grown since the 1980s. This Guidance Memo addresses two main 
issues concerning the corporate poultry industry. 


The first issue is the endemic avian flu virus, which re-appears every flu season, killing millions 
upon millions of birds and a handful of humans too. This virus (and others) could mutate to pose 
a significantly greater threat to public health. 


The second issue is that the poultry industry relies on imported corn, which makes up a significant 
proportion of the grains imported. Poultry consumption is then subsidized through the food (non- 
bread) subsidy system. 


This Guidance Memo offers two policy recommendations to deal with these issues. Action is 
needed to weaken the corporate poultry industry and its ability to pass on infected birds (and 
the virus) to other poultry operators through its value chain. 


Also, food subsidies should be defended at a time of continual backlash—but the system should 
subsidize native plant-based foods not the poultry industry. 
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Overview 


Corporations have expanded their reach in agriculture and food systems into middle-income and 
even low-income countries during the past quarter century or more. 


The resulting agri-food systems have intensified agricultural production and have ramped up 
food processing—especially in animal protein. Animal protein includes meat as well as fish, dairy, 
and other animal-based, protein-rich foods (like ghee). 


This global food economy is beset with crises. Recurring and emerging infectious, zoonotic 
diseases threaten agriculture (including animals) and humans. The avian flu alone has killed 
millions upon millions of birds and continually endangers public health. 


World food prices—tied tightly to energy prices and to distant commodity futures markets—are 
incredibly volatile. During the past 15 years alone, there have been three world food price shocks: 
in 2007-2008, 2011, and today (2021-). 


In Egypt, a middle-income country, the growth of a corporate agri-food system has meant, 
among other things, that: 


Y The avian flu has become endemic, recurring in the country every flu season, killing birds 
and humans alike. 


Y A growing percentage of grains and other foods imported are to feed animals and for 
food processing—i.e. industrial uses—rather than for direct human consumption only. 


This guidance memo advocates for government regulations on large-scale, industrial poultry 
breeding that would help weaken the country’s corporate poultry industry while maintaining 
national self-sufficiency in poultry. 


The objective of such policy changes would be to reverse concentration and intensification of 
production at the top of the industrial poultry value chain. 


The guidance provided in this memo further argues for maintaining the increases in food 
subsidies that have temporarily reversed the trend toward shrinking subsidies. 


This policy reversal toward expanded subsidies should be accomplished by replacing the subsidy 
on poultry with a producer and consumer subsidy on fava beans, an indigenous, protein-rich 
plant food. Subsidizing fava beans rather than poultry (and red meat) would help diversify 
protein sources in Egyptian diets. 
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2.1 


Chickens, Chickens, and More Chickens in Egypt 


Industrial Poultry and Its Virus Problem 


Key Messages 


A corporate poultry industry developed rapidly in the country in the 1980s and 1990s, in 
part, by industry leaders controlling grandparent and parent breeding. 

The industrial poultry value chain contracts out risk by selling chicks to smaller-scale 
operators, who raise chicks to adulthood and sell the adults in live bird markets. 

The avian flu virus quickly spread throughout Egypt’s poultry population in early 2006— 
and is now endemic, recurring every flu season since. 

The Egyptian government’s bio-containment measures of vaccinations (of industrial 
poultry) and mass culling (of backyard, cottage poultry) were largely ineffective in 
controlling the virus. 

The avian flu outbreak and the failed containment measures have led to anti-retroviral 
resistance among poultry and to further corporate consolidation of the industry. 


2.1.1 Illness and Death From the Avian Flu 


During the first months of 2006, a highly pathogenic strain of the avian flu (HSN1 HPAI) spread 
rapidly from Asia to Europe and Africa. In February, in Egypt, the first infected domestic bird was 
reported and a month later the first human case of infection and death. 


By early 2009, the human cases of avian influenza had occurred in fifteen countries, and Egypt 
had the highest number of confirmed human cases worldwide. The virus had spread rapidly 
among the country’s poultry population and became endemic, recurring and transmitting 
frequently to humans. 


By September 2016, there were a total of 356 human avian flu cases, with 121 fatalities, in the 
country. Human illness and death hardly compares to the millions upon millions of birds that had 
been infected and culled since the initial outbreak. 


2.1.2 Corporate Poultry Value Chain 


There was a revolutionary change in the production and consumption of poultry in Egypt in just 
two decades: From the early 1980s to the turn of the 21° century, the country transformed from 
a net importer of poultry into a producer with a full-scale corporate poultry industry. 


The development of the corporate poultry industry meant that by the time of the avian flu 
outbreak in 2006, there were three types of production in the country:? 


1. Household (or cottage):? Of all the birds, approximately one in four was kept by 
households, and most household birds are layers (for eggs). Households have come to 
rely heavily on eggs for their sustenance and livelihoods. 


2. Industrial, biosecure: This large-scale production with in-housing processing and feed 
mills—or integrated production—was for the breeding of broiler birds (for meat). In 2006, 
five corporations dominated the breeding of broiler chicks, and only a handful of broiler 
facilities were integrated. 


3. Commercial medium- to large-scale: A vast majority of production was in medium- to 
large-scale, non-integrated facilities with varying levels of biosecurity. 


Annual production on the farms ranged from about a half million to ten million, and the largest 
corporations may have produced 90 million chickens per year in their facilities combined. 


1 FAO 2006 


? Cottage (or backyard) poultry refers to birds held by small-scale operators or people in/next to 
their homes. 


What is biosecurity? 


Biosecurity is an umbrella term for the technologies, governance mechanisms, institutions, and 


discourses that have emerged during the last few decades to manage and explain the knowns 


and unknowns (e.g., zoonotic diseases, invasive species) that are impacting and potentially 


threaten economy and society. 


Biosecure protocols and technologies have become the poultry industry standard around the 


world—and in Egypt. 


Biosecure poultry facilities are designed to prevent the introduction of pests and diseases into 


the birds’ environment: Birds do not have access to the outside. All humans who enter the 


facilities must have been quarantined for 24 hours and must wear protective gear. 


Corporations dominate broiler production by controlling the grandparent and parent breeding. 


During the industry’s growth and consolidation, the industry moved toward sub-contracting to 


non-integrated, medium- to large-scale farms, which then sold adult birds in live bird markets. 


This type of value chain—contracting out risk and responsibility to smaller-scale operators—has 


become common in the poultry industry globally in anticipation of known and unknown 


threats. 


In Egypt, the industry decoupled production from the 
costs of raising broilers into adult birds to be slaughtered 
in live bird markets. 


At the time of the initial avian flu outbreak, more than 
70% of broilers were sold in live birds markets, the rest 
being processed for the corporate food sector from the 
few integrated farms or exported or consumed within 
households. 


‘The bigger farms [like ours] 
are less susceptible as they 
have institutional protections 
and are out in the desert’. 
Agribusiness executive, Cairo, 
2011 


While the few biosecure facilities were in reclaimed, ‘desert’ lands when the avian flu struck, 


most poultry production was concentrated in the Delta. 


Figure 1: Poultry Industry Value Chain (of Broilers) 
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This value chain and the ‘ecologies of production’*?—the relations between parasites, hosts, and 
the (production) environment that constitutes the chain—explain how biosecure poultry within 
Egypt and beyond acted as a vector of the virus and, yet, was largely saved from the virus’s global 
march. 


2.1.3 Government Bio-Containment of the Virus 


When the avian flu struck, the few biosecure, integrated poultry facilities were in reclaimed lands 
while most poultry was concentrated in the Nile Delta—and most human infections and illness 
were reported in live bird markets and backyards in the Delta. 


3 Hinchliffe 2013 
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This fact made it appear that non-biosecure poultry in live bird markets and backyards were the 
vectors of the virus’ spread. 


The Egyptian government responded by following a standard retinue of measures: 


1. Amass culling campaign of poultry in live bird markets and backyards. In 2006, more than 
40 million cottage poultry were culled. 


The government was planning to vaccinate industrial poultry, and because confinement 
of poultry in live bird markets and backyards was impossible, the authorities did not want 
the virus spreading from live bird markets to industrial facilities. 


2. Temporary closing of live bird markets and requiring birds to be slaughtered in 
slaughterhouses. 


3. A vaccination program for all industrial facilities: Given how quickly the virus could 
spread in the confined production environment of their facilities, the industry was 
potentially facing great losses in the immediate term. The industry put much pressure on 
the government to immediately vaccinate their birds. 


The combined measures of mass culling and mass vaccinations did not control the virus. 


Many small-scale operators and householders were not compensated for the loss of their birds; 
therefore, they did not notify the authorities about a sick bird for fear of losing their flock. 


Further, the vaccines proved to be ineffective. The vaccines were not properly tested or stored 
prior to their widespread application.4 


Plus, biosecurity measures do not completely prevent pathogens from entering and exiting the 
facilities. 
2.1.4 The Result: Drug Resistance and Corporate Consolidation 


Drug resistance has further impeded any subsequent efforts to contain the flu. Along with several 
other countries, Egypt is now home to an antiretroviral-resistant strain of the virus. 


4 Abdelwhab and Hafez 2011 
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This deadly combination of virulence and drug resistance within the virus population has 
established the pathogen-host relationship, following the initial outbreak. Every influenza 
season, the virus reappears and damages its host, making the avian flu endemic in the country. 


The poultry industry consolidated even more. When the avian flu hit Egypt, the industry was 
facing massive losses: an estimated $1 billion in 2009-2010. The industry responded by moving 
their biosecure facilities farther into reclaimed lands—and even to the south of the country, in 
Middle and Upper Egypt. 


The government instituted a regulation that poultry facilities be at least two kilometers apart and 
outside of agricultural areas, so even the facilities that were already in reclaimed areas were 
moved farther into the desert. 


Figure 2: Long-Term Assets of Cairo Poultry Company, 2006 
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2.2 What Should Be Done About the Avian Flu and Other Monsters? 


Key Messages 


Most human illness and death from the avian flu occurred in the Delta, near to cottage 
poultry. 

Yet, the culprit is biosecure, industrial poultry: pathways for the virus to move from 
industrial poultry facilities to open air markets remained. 

As long as there is industrial poultry production, in and out of Egypt, there will be ever 
emerging viral threats to birds and humans. 

The ability of the poultry industry to contract out risk to other operators should be limited 
by, for example, restricting the sale of birds coming from these industrial facilities. 

The Egyptian Competition Authority and the Egyptian Competition Law are both potential 
vehicles for reversing concentration and intensification of production at the top of the 
value chain. 


2.2.1 Virus Ecology and Industrial Poultry 


All types of birds were affected by the avian flu virus. But most human illness and death occurred 
in the Delta in live bird markets and in backyards. The assumption among the authorities was 


that cottage poultry was spreading the virus. 


That assumption was reflected in the outcome of the government’s containment measures: The 
poultry industry was saved and open air markets were temporarily dismantled. That assumption 


was false, though. 


How can it be explained that industrial poultry was the vector of the virus, and yet, remained 


relatively unharmed? 


Table 1: Viral Virulence in Industrial Poultry Facilities 


Industrial poultry facilities keep thousands of 
birds in confined spaces and rely on a single 
bird breed, which for broilers (the Cornish 
Cross) has been bred to reach market weight 
in seven weeks. 


The lack of genetic diversity among the birds, 
the close proximity between them, and the 
fast growth of the birds, who are the hosts, 
encourages and enables the virus to spread 
quickly. 


At the same time, anti-viral vaccinations (and 
the frequent culling of birds) shortens the life 
spans of the virus. The shortened life span 
further encourages the virus to grow quickly 
and spread to new hosts. 


In these facilities, viruses are unlikely to reach 
adult lethality. But they are virulent and are 
able to spread out of the facilities through air 
pathways, the transport of birds, or waste 
disposal. 


In Egypt, the industry breeders did not take 
the risk of growing birds to adulthood. 


Rather, they sell chicks to other operators, 
who then bare the risk of growing the chicks 
to adulthood (and the viruses to lethality). 


The industrial poultry’s value chain offsets the 
risk of massive flocks being killed by this virus 
and other pathogens. 
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The first piece of the puzzle is the direct relationship between the virus ecology and industrial 
poultry: Industrial animal facilities favor viral virulence—the ability of the virus to damage its 
host—by encouraging 1) the rapid growth and 2) the drastic decline of the virus population.° 


2.2.2 The Delta Epicentre 


Most human illness and death occurred in the 
Nile Delta, which can be considered an avian flu Avian flu epicentre: a breeding ground 


. 6 . . 
epicentre. for influenza, with dense human and 


The distance between animal and human  @nimal populations, regular contact 
population centers has shrunk with between different animal species, and 


urbanization, and other epidemic conditions Chronic respiratory or immune disorders 
and diseases emerged—including lung diseases, 
hepatitis C, early onset of cancer, and obesity. 


During the outbreak, then, most birds were sold in live bird markets in the Delta, where contact 
between cottage poultry and industrial poultry and between diseased birds and people with 
compromised immune systems was regular. 


In essence, the ability of the virus to reproduce and spread quickly was assured. 


2.2.3 The Failures of Mass Culling and Vaccinations 
Pathways 


The government measures of mass culling and mass vaccinations did not contain the virus largely 
because pathways for the virus to move in and out of facilities remained. 


In order to keep birds alive, ventilation and circulation of air are essential. These ‘environmental 
pathways’ enable the avian flu virus and other pathogens to leave the facilities.’ Rodents, wild 
birds, and insects are also able to move in and out of the facilities.® 


Biosecure procedures often do not include the management of animal waste. Plus, viruses (with 
the chicks) are transported to other farms, where the virus population can grow to adult lethality. 


> See Mennerat et al. 2010 
© Davis 2005: 59 

7 Wallace 2009: 938 

8M. F. Davis et al. 2011 
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Endemic disease 


Further, the mass culling and the vaccinations led to drastic declines in the virus life cycle; in 
order for the virus to survive, it then grows quickly, better ensuring its transmission to a new host 
and, thus, its survival. 


The deadly combination of virulence and drug resistance within the virus population established 
the virus-host relationship, following the initial outbreak. 


Industry breeders in Egypt responded to this new reality by continuing to move production from 
the Nile Delta into the desert, especially in reclaimed land in Middle and Upper Egypt, and by 
building biosecure, integrated facilities—i.e., ‘Fortresses of Gold’. 


Even before the official measures to contain the virus, at the time of the outbreak, corporate 
poultry fared far better than vendors in live bird markets. 


In Egypt and worldwide, corporate poultry has remained relatively safe in the face of emergent 
and recurrent pathogens in part by transmitting the pathogens to sub-contracting farms and/or 
live bird markets. 


2.2.4 Egyptian Competition Authority: Stopping the Industry Spreading the Virus 


There is a lot of pride in Egypt of having developed a full-scale, national poultry industry. 
Nationally-sufficient poultry production and consumption can be maintained at the same time 
that the industry’s business model of concentration and virulence at the top is stopped. 


In the interest of public health and animal welfare, the industry should not be allowed to 
continue to contract out risk to other operators. 


The Egyptian Competition Authority and the Egyptian Competition Law could help stop the 
industry from spreading the avian flu virus and other pathogens: 


e Since the 2011 uprising, the Competition Authority has become increasingly aggressive, 
and in 2014, the Competition Law was revised to lay down harsher sanctions for cartels. 


e One illustrative example is the dairy industry: For a decade, the Egyptian Farmers 
Association accused the three biggest packaged milk producers of cartelizing raw milk 
purchase prices (from the majority of small-scale farmers). After the uprising, the 
Competition Authority took up the case, found the dairy industry guilty, and ordered the 
three companies to end the cartel.° 


° OECD 2015 
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While the issue here is not the poultry industry cartelizing the price of chicks, restrictions on sales 
of birds from large-scale, biosecure facilities that promote virulence and endanger animal 
welfare could end this business model that dumps costs onto other operators. Such restrictions 
could include ceilings on the number of birds bred in any given facility in a specified time frame. 


Civil society groups in several Northern countries have been calling in a similar vain for phasing 
out concentrated animal feeding operations.?° 


Any such restrictions on industrial poultry should be accompanied by restrictions on poultry 
imports. Such restrictions will help to protect domestic birds from incoming viruses. 


Also, this kind of indirect price control measure will relieve domestic producers from ‘downward 
pressures’ to, for example, intensify production. 


Any such government measures would be in contradistinction to World Trade Organization 
(WTO) protocols, which promote that all poultry be raised in integrated, biosecure facilities. 


As this Guidance Memo has shown, even if that were the case, viruses would remain to infect 
and kill birds and people. Such restrictions are needed to slow the movement of the virus across 
borders and to reverse concentration and intensification of production at the top of the value 
chain. 


10 For example, in 2021, the European Commission banned the use of cages for farm animals by 
2027. Civil society groups in the United States drafted the Farm System Reform Act in 2021, which 
proposed to phase out large concentrated animal feeding operations. In Switzerland, civil society 
groups brought forth a ballot initiative in 2022 to ban industrial livestock farming. This ballot 
initiative failed. 
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3 Food Subsidies in Egypt—Less, Less, and Still Less 


3.1 The Radical Demise of Food Subsides 


Key messages 
e In 2014, the new administration of Abdel Fattah El-Sisi replaced food (non-bread) 
subsidies with a conditional card system and cash transfers and rationed bread 


subsidies. 
This policy was the latest in a decades-long effort to undo universal food subsidies, 


which had provided food security for the country’s masses. 


3.1.1 Sisi Administration’s Dietary Regime 


In 2014, the new Sisi administration stripped down fuel and food subsidies. The administration 
replaced food (non-bread) subsidies with a conditional card system and cash transfers and 
rationed the bread subsidy program, thereby, paving the way for the 2016 IMF loan of $12 billion. 


This social spending cut was the latest in a decades-long effort on the part of multilateral 
creditors and Egyptian government agencies alike to cut subsidies—and to end universal bread 
subsidies, especially. 


In 2022, as a global food-fuel crisis worsens day by day, recipients eligible for subsidized bread 
are allocated five loaves per day (or 150 loaves per month). More than 88% of the country’s 
population registered for the program in 2021-2022. 


Those who are eligible and register for the (non-bread) food subsidy, Tamween, get 50 EGP per 
month on a SMART card to buy subsidized foods and non-foods at designated Tamween shops. 
The percentage of the population covered under the Tamween system dropped from about 75% 
in 2015 to less than 65% in 2019. 


3.1.2 Food Subsidies: What Are They? 


In Egypt, subsidies as a broad category consist of both direct and indirect subsidies, for consumers 
and producers. The two main direct consumer subsidies are for fuel and food. 


Since the early 1990s, food subsidies covered baladi bread and non-bread food. 


Baladi bread, or bread ‘of the country’, has 
The World Food Programme, winner of the historically been made of a mix of grains. In 
Nobel Peace Prize, explained in 2008: the modern era, baladi bread has mostly 
been made from wheat. While it is not 
whole wheat grain, baladi bread can be 
considered more nutritious than other 
types of bread." 


‘[The food subsidy system] provides vital 
commodities at cheaper prices when 
compared to regular market prices, and it 


frees a portion of the household budget to 
The bread subsidy program had stood on its 
own in that it was universal and had 


accounted for ‘a major part of the 
Government of Egypt’s safety net program, 


be spent on other important non-food 
items, such as education and health care’. 


11 The level of nutrition in flour is based on the extraction rate of the wheat in the milling process. 
For example, according to 2012 figures, more than 80% of subsidized bread was made with wheat 
flour with an 82% extraction rate, a rate lower than the 100% whole wheat extraction rate but 
higher than the common straight-grade extraction rate (72%) (USDA 2012). 
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both in terms of costs and coverage’.’* And in contrast to fuel subsidies, the bread subsidy 
program had remained progressive as the poor and food insecure benefited most from it. 


The Tamween food (non-bread) subsidy system has covered a growing number of food and non- 
food items, even while conditions have been placed on eligibility. 


Food subsidies were so important that when non-bread subsidies were severely eroded in the 
early-1990s, caloric intake in the country dropped by an average of 20%.?? 


How do food subsidies support rural food security? 


For the bread subsidy program, the government would offer a price for domestic wheat above 
the world price for wheat adjusted for the cost of delivery to Egypt. Plus, the government 
would buy a certain percentage of the total harvest. 


The rest of the wheat that was produced was designated for local mills and household 
consumption at the village level. This production and sale was an important source of income 
and a main source of calories for rural folk. 


Given that the bread subsidy program encouraged wheat production, the program could also 
be considered an indirect subsidy for smallholder households that are producing wheat. 
Because of the government procurement price, these households would then be able to 
afford to devote more of their fields for on-farm, direct consumption. 


3.1.3 The End Road For Food Subsidies 


In the midst of the food crisis of 2007-2008, multilateral creditors, the media, think tanks, among 
others, warned that the food import bills of import-dependent countries like Egypt were rising to 
unsustainable levels. A consensus was quickly reached that food subsidies needed to be cut as 
they were placing demand on grain imports. 


In 2008, in the midst of the crisis, the Hosni Mubarak administration initiated a pilot program 
introducing a so-called smart card with embedded chips with data on the household head’s 
monthly quota of non-bread subsidized goods. 


Then, in 2009, the administration announced its intention to re-evaluate the entire food subsidy 
program. 


12 WFP 2008: 3 
13 Galal 2002 
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By the time of these proposed subsidy changes, non-bread subsidies had already been slashed 
and a market-segmented bread subsidy developed, with fully subsidized bread and semi- 
subsidized bread being sold in army-run depots and bakeries and in private markets. 


In the period between 2008 and 2011, at any one of the designated fully subsidized bread depots, 
anyone could buy bread: one bag of 20 loafs (rareef) for 2 EGP. So the bread subsidy was universal 
in that anyone could buy bread, but it wasn’t free; everyone had to pay but most people could 
afford 2 EGP. 


Semi-subsidized bread was sold for a higher price anywhere, including at private bakeries and 
other retail outlets. 


After the popular uprising in 2011, the consensus was no longer to merely cut food subsidies; 
rather, the social policy being supported in Egypt (and in many other low- and middle-income 
countries) was to replace the subsidies with ‘targeted aid for the poor’, including cash transfers. 


Although at the time of writing, policy makers have not yet accomplished replacing all food 
subsidies with cash transfers, they were able to radically undermine subsidies by 2014: Non- 
bread subsidies were reduced to a registered card system as well as cash transfers (for 
particular population groups like the elderly and disabled) and the universal bread subsidy into 
a conditional rationing system. 
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3.2 


Key Messages 


a 


Restore and Expand Food Subsidies 


At the time of world price hikes in 2007-08, 2011, and 2021/2022, policy makers, 
administrators and others have been falsely claiming that food subsidies are a significant 
burden on the state budget and import bill. 

The food import bill is more significantly caused by the import of feed for animals and 
ingredients for corporate food processing than by food subsidies. 

Food import dependency matters as many people in Egypt are dependent on imported 
food, and therefore, vulnerable to world market volatility. 

The government recently increased the food subsidy as an emergency measure, and 
should also replace the subsidy on animal protein (poultry and red meat) with a larger 
subsidy on the protein-rich legume, fava beans. 

Such a policy would end that particular subsidy enjoyed by the poultry industry and red 
meat producers/importers and would incentivize the conversion of production of animal 
feed with the production of food for direct consumption. 


3.2.1 Barking up the Wrong Tree: Food Subsidies Were/Are Not the Problem 
False Claim 1 


When world food prices were rising to unprecedented levels in 2007-2008 and then again in 
2011, proponents of ending food subsidies were claiming that the cost of the program was 
becoming unsustainable. 


This claim was misleading. Why? 


e Many estimates of the cost lumped together the cost of a// subsidies—and fuel subsidies 
were consistently three to four times the cost of food subsidies.** The cost of the bread 
subsidy program by itself was only 0.8% of Egypt’s GDP in 2010/11. 


e By the time of the 2007-2008 crisis, expenditure on food subsidies was at a thirty-year 
low: Food subsidies had dropped from 14% of government expenditure in 1980/1981 to 
4% of government expenditure by 2007.1 Much of this drop followed the substantial 
reduction in (non-bread) food subsidies in 1991 and 1992 as part of structural 
adjustments. 


No wonder that the cost of food subsidies increased—not only because of the sudden 
increase in import costs but also because the program was covering more households 
that became food insecure overnight. 


False Claim 2 


The official consensus was not only that food subsidies were a fiscal burden but that they were 
putting inordinate demands on the import bill, thereby, contributing to foreign exchange 
difficulties. The claim was that these difficulties would, in turn, make it difficult for the 
government to purchase imports of wheat, thus, placing the country’s food security at risk. 


This second claim was also spurious: 


e Wheat imports as a percentage of total imports was small: In the intercrisis period (2008 
through 2010), on average wheat was 3.9% of the total value of imports. 


e Wheat imports that were designated for the bread subsidy program hovered around 
50%."” 


14 This estimate is for the 2007-2008 and 2012-2013 period (Rohac 2012: 4). 
15 This cost percentage is an FAO estimate (McGill et al. 2015: xi). 

16 Gertel 2015 

17 McGill et al. 2015: 3 
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e Onaverage, less than 2% of the total import bill for the 2011-2012 period can be directly 
attributed to the bread subsidy program.*® 


Figure 3: Total Imports v. Wheat Imports, 2008-2010 (in million USS) 
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Data source: UN Comtrade, 2006-2010 


3.2.2 Imported Grains Feed Animals and Corporate Food Processors 


While food subsidies were and are continually blamed for Egypt’s food import bill, a majority of 
imported grains are for animals and corporate food processors. 


Of the major grains imported, there are two types: wheat and corn. 


18 This estimate is calculated by multiplying the average wheat import value for 2011-2013 and 
dividing that number by the average total import value for the same period (the values are from 
FAO 2014). 
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Table 2: Wheat and Corn Imports 


Wheat 


About 50% of imported wheat was for the 


Corn 


There are two types of corn: imported yellow 


private domestic = market—of bread corn and domestic white corn. 
distributors, bakeries, corporate processors, 
and so on.?9 Both yellow and white corn are largely for 


animal feed.?? 
Although a small percentage of wheat is for 
animal feed, a growing percentage of 
domestically-produced wheat has been used 
as animal feed.?° 


While yellow corn is for corporate poultry, 
white corn is largely for on-farm animal feed. 


Dietary Changes: Processed Foods and Drinks 


Most of the other major food imports are essential inputs for food processing. By 2014, Egypt’s 
food processing industry had experienced five years of double-digit growth, with sales of $13.8 
billion. By far, the largest food ingredient category was dairy—powdered milk, butter, whey, and 
cheese. 


19 This percentage was for the 2010-2013 period (McGill et al. 2015: 3). 

20 McGill et al. 2015: 26 

21 Between 2008/09 and 2013/14, on average 68.2% of corn was estimated to have been for feed 
(McGill et al. 2015: 5). 
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Figure 4: Food Imports, 2014 (in million USS) 


Total Food Ingredients 


Total Corn 


Data source: OEC n.d.; USDA 2015 


If corn and a certain percentage of the wheat is used as animal feed (or in food processing), 
then most food imports are for industrial uses—not for direct human consumption. 


One of the arguments against food subsidies has been that they promote a diet heavy in 
carbohydrates, and therefore, are a leading cause of overweight and obesity in the country. 


This claim is also false as it obscures the actual dietary changes that happened in Egypt: As 
subsidies fell, consumption of foods/drinks high in unhealthy fats, sugars, and sodium rose. This 
adoption of a neoliberal diet included prominently a shift toward the consumption of animal 
protein, including in processed forms.?2 


3.2.3. Why Food Import Dependency Matters 


Although food subsidies were not the main culprit behind Egypt’s food import bill, food import 
dependency still matters—just not in the way that proponents of cutting the subsidies claimed. 


Many food imports could be considered basic foods or the main ingredients of basic foods. They 
are basic, not luxury, foods in that many Egyptians eat them. 


2 See Otero (2018) on the neoliberal diet around the world. 
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Growth of the country’s corporate agri-food system led to the 


Basic foods make up the considerable expansion of corporate food markets by 
bulk of daily calories for a lowering the cost of processed foods and drinks. 
population 


Their import matters then because people depend on these 

foods. This dependency leads a country (both the masses and 
the government) vulnerable to world price fluctuations. As world prices have become more 
volatile, lower-income groups in any country are disproportionately affected as these groups 
spend a larger percentage of their income on food. 


When the universal bread subsidy was replaced with a 


limited, means-tested rationing system, this meant In Egypt, in 2011, the 
that the masses who depend on bread subsidies will average percentage of 
have to get more of their daily calories from the private income spent on food 
market. was 38%, about average 


Replacing non-bread food subsidies with cash transfers for the region. 


further means that those who rely on those subsidies 
will have to rely exclusively on the private market. But 
the private market is experiencing high and volatile 
prices. How far will subsidies go when prices rise 100%? 


Further, cash transfers will do nothing to address dependency on basic food imports. 


3.2.4 Getting More From Subsidies Under Limiting Conditions: 
Replace Meat With Fava Beans 


The World Food Programme was one of the only international organizations to defend food 
subsidies in the wake of 2007-2008, claiming rightly that subsidies had remained progressive: 


the ‘poor get more benefits not because of effective targeting mechanisms, but 
rather, because the social assistance is of such low value that the better-off do not 


bother to apply to receive it’.? 


Now with the conditional food subsidy system, its progressive nature has eroded. The poor are 
less likely to register for and use the SMART card.*4 


During this ongoing world food price shock (2021- ), among the measures that the government 
has taken to ensure greater access to affordable food have been: 


23 WEP 2008: 3 
4 Breisinger et al. 2021: 3 
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1) Aban on exports of subsidized foods—including fava beans and vegetable oil. 
2) An additional bonus to the 50 EGP/month on the SMART card. 


These emergency measures are necessary and applaudable, given the unfortunate policy turn 
toward conditional food subsidies during the last decade or more. 


At the same time, more attention should also be directed to the animal-based foods that are 
subsidized. Over time, poultry and red meat have been added to the subsidized food list and are 
now 1/4* of the main foods (2 out 8). 


This consumer subsidy is a direct subsidy of the poultry industry and red meat producers and 
importers. 


Under conditions of debt management, production of animals and animal feed (e.g., clover) has 
replaced production of a protein-rich plant that remains a staple of the Egyptian diet: fava 
beans.”° 


Fava beans, a legume, act like clover in the soil, like a natural fertilizer, converting nitrogen in the 
atmosphere to be absorbed in the soil and by plants.”® Fava beans continue to be subsidized, but 
as production has dropped, imports have increased. Now, more than 60% of subsidized fava 
beans are imported. 


Increasing the fava bean subsidy while decreasing the animal protein subsidy is a necessary step 
to increasing domestic production of fava beans, thereby, replacing the much less efficient 
production of animal feed. 


Will such a policy be regressive, leading lower-income people to consume less animal protein than 
other population groups? 


Lower-income people already consume less animal protein than others, and the proposed policy 
will be regressive to the extent that the conditional subsidy program already is regressive. 


At the same time, a vast majority of the population is reliant on the program, so this policy would 
have the effect of decreasing animal protein consumption over all—not just among lower-income 
groups. 


Also, this policy would likely not affect the most vulnerable as they are less likely to be using the 
system anyway. 


25 Sarant (2020) explains that the mandatory state-controlled crop rotation system, of which fava 
beans were a core part, ended under the conditions of sovereign debt management beginning in 
1987. 

26 For much more on the benefits and limitations of fava beans, see Multari, Stewart, and Russell 
(2015). 
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4 


Addressing the Issues of Industrial Poultry in Egypt 


This Guidance Memo addresses two main issues of industrial poultry in Egypt. 


1) 


2) 


The first issue are multiplying threats to public health and animal welfare from the avian flu 
(and other infectious diseases). These threats will not be fully addressed as long as there is 
industrial poultry production that promotes virulence within viruses. 


Policy Recommendation: 

Government restrictions on the sale of birds from large-scale breeding facilities would end 
the corporate business model of dumping costs—often illness and death of adult birds from 
the flu virus—to other operators along the value chain. 


The second issue is that a significant amount of imported grains feed animals and are for food 
processing—and do not feed people directly. Imported corn feeds industrial poultry, the 
consumption of which is then subsidized via the food subsidy system. 


Policy Recommendation: 

By increasing the subsidy of a plant-based, protein-rich food native to Egypt—fava beans— 
and decreasing the subsidy of poultry (and red meat), greater protein diversity could be 
achieved for a majority of the population. 
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